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Table I : SINGAPORE KEY ECONOMIC INDICATORS 
1982-84 
(Current US$ millions, unless otherwise specified) 


%& change % change 
1983- 
INCOME, PRODUCTION, EMPLOYMENT 1982 1983 1984 
GNP 24508 16541 18056 
Gup/Capite ($) 5869 6348 6842 
GOP 13693 15353 16625 
GDP (at 1968 factor prices) 6644 7255 7775 
GOFCF(Gross Dom. Fixed Cap. Form.) 6951 8030 8455 
--as % of GuP 47.9 48.6 46.8 
Output by Manufacturing Sector 1289 1328 1424 
(at 1968 factor prices) 
Labor Force (000s) (mid-year) 1170 1206 1207 
Unemployment (%) (mid-year) 2.6 3.2 2.7 
Index of Industrial Wages 283 308 336 
(August, 1972 = 100) 
Labor Productivity (increase) 1.1 5.0 6.7 
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MONEY AND PRICES 

Money Supply (Ml, end of period) 2/ 3868 4071 
Money Supply (M2, end of period) 2/ 10815 12452 
Prime Rate (end of period) 9.3 9.4 
CPI 1982-83100 (end of period) 100.0 102.7 
CPI (average of monthly levels) 99.4 103.2 
WPI (1974 = 100)(end of period) 150.3 143.4 
WPI (average of monthly levels) 151.9 145.5 
GDP Deflator (1969 = 100) 203.4 213.1 
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TRADE AND PAYMENTS 
Bxports of Goods (f.0.b.) 21837 3.8 11.2 
(excl. Indonesia) 
Domestic Exports 13618 0.2 13.2 
--U.8. Share (%) 18.1 = - 
(absolute amount) (3962) (49.7) (22.9) 
Import of Goods (c.i.f.) 28153 -1.2 3.7 
(excl. Indonesia) 
U.S. Share (%) 15.1 - 
(absolute amount) (4261) (15.8) (-0.9) 
Merchandise Trade Balance 6316 15.4 
Balance on Current Account (Mer- -990 24.7 
chandise trade balance, services, 
and private & official transfers) 
Balance on Capital Account 2709 20.8 
Balance on Trade & Payments 1059 “11.1 
Changes in Official Reserves -1059 “11.1 
(minus = increase) 
Official Reserves (end of per.)2/ 9288 10.2 
External Pub. Debt (end of per.)2/ 318 -23.2 


S$ to US$ (average for period) 2.1136 


- Wot applicable 


/srefers to percentage change of labor productivity increase of the year over the previous year’s labor productivity 
increase. 


2/ Using exchange rates as at end of period: 1982: US$l9S$2.1085; 1983: US$l=S$2.1270; 1984: Us$l=S$2.1780. 


Source: Government of Singapore publications. 





eile 
SUMMARY AND INTRODUCTION 


Singapore's economic performance during 1984 and the first half of 
1985 mirrored that of the United States. The country's Gross 
Domestic Product (GDP) rose by 8.2 percent in real terms, compared 
with 7.9 percent in 1983. However, as U.S. economic activity 
slackened, Singapore's growth rate also slowed later in the year and 
continued to decelerate in early 1985. Per capita GNP, third 
highest in Asia, grew to more than US$6,800. Inflation remained 
extremely low, with the Consumer Price Index up only 0.9 percent 
through December 1984 and no sign of substantial inflationary 
pressures through the first quarter of this year. The job market 
was tight for most of 1984 but began to loosen in early 1985 as 
employment in the construction sector dropped sharply. Total 
exports rose over 10.0 percent last year, twice 1983's figure, but 
were up only 3.4 percent in 1985's first quarter. Net capital 
inflows appeared to be down but the overall balance of payments 
remained strongly in surplus. Official foreign exchange reserves 
continued to grow and topped US$10.4 billion at the end of 1984. 

The Singapore dollar depreciated somewhat against the U.S. dollar, 
especially during the U.S. currency's speculative surge in early 
1985. However, the local currency still appreciated strongly 
against most other key trading currencies and began to undercut 
Singapore's competitiveness in trade and tourism. The Government of 
Singapore is pursuing a mix of stimulative fiscal and monetary 
policies to maintain domestic demand and to assist local business to 
adjust to harsher competitive conditions. The Government is also 
reassessing its long-run development strategy. Real growth in 1985 
should be in the vicinity of 3.0-5.0 percent, at the lower end of 
the Government's projected range for the next five years. 


ECONOMIC PERFORMANCE IN 1984 AND EARLY 1985 


SAILING INTO HEAVIER WEATHER: Drawn along in the wake of the 
continuing U.S. expansion, Singapore's economy turned in another 
strong performance in 1984. Real Gross Domestic Product (GDP), 
measured in Singapore dollars, increased by 8.2 percent over the 
full year, compared with 7.9 percent in 1983. As in the United 
States, however, the pace of growth fell off as the year 
progressed. Output during the fourth quarter of 1984 was only 

5.5 percent ahead of the corresponding period of 1983 and the growth 
rate slipped to only 3.0 percent in the first quarter of 1985. 
Other key indicators showed no sign of a pickup as of mid-1985. 
Singapore's expansion last year raised its average per capita Gross 
National Product (GNP) to more than US$6,800, nearly 8.0 percent 
ahead of 1983 and third in East Asia behind Brunei and Japan. 


Foreign trade, still the key determinant of Singapore's economic 
well-being, was buoyant during most of 1984 but lost momentum late 
in the year and the first quarter of this year. In U.S. dollar 
terms, merchandise exports rose 10.2 percent in 1984, doubling 
1983's record. Officially recorded imports were nearly flat during 
1984, rising only 1.8 percent. Consequently, the merchandise trade 
deficit shrank by about 27.0 percent, to US$4.6 billion. Exports to 
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the United States were up nearly 22.0 percent in 1984, after a 

51.6 percent explosion in 1983. This permitted Singapore to run a 
bilateral trade surplus with the United States of US$642 million, 
the first such full-year surplus it had earned since 1969. Lower 
U.S. growth and problems in the U.S. electronic industry reduced the 
growth of sales to the United States to only 2.6 percent for 1985's 
first quarter and there was no clear sign of a recovery in this 
trade through May of this year. 


Typically strong earnings from services and various transfers offset 
most of the merchandise trade deficit and left the country with a 
deficit on its current account of US$1.0 billion, not substantially 
changed from the balance for 1983. Net capital inflows appeared to 
be a good deal weaker than in 1983; the capital account surplus fell 
by 21.6 percent, to US$2.1 billion. Commercial banks continued to 
bring in large quantities of short-term funds to support their local 
operations, but they also greatly increased their movement of such 
funds out of Singapore to other financial centers. This reduced the 
net capital inflow through the banking sector from US$1.1 billion in 
1983 to US$669 million last year. In addition, longer term capital 
inflows also appeared stagnant. Despite the weakening of the 
capital account, Singapore's overall balance of payments surplus 
increased by 43.0 percent in 1984, reaching US$1.5 billion. This 
hefty rise was attributable entirely to a positive swing of over 
US$1.0 billion in the so-called "Balancing Item" in the 1984 balance 
of payments. This residual item, corresponding to “Errors and 
Omissions" in the U.S. balance of payments, is thought to include 
otherwise unrecorded capital flows, transfers, and the net balance 
of Singapore's unpublished trade with Indonesia. Whatever the 
"Balancing Item" may contain, Singapore's official foreign reserves 
rose by more than 12.0 percent in 1984, to US$10.4 billion, compared 
with an increase of 9.3 percent the previous year. 


Overall, external demand's contribution to the annual growth in 
output increased from 38.0 percent in 1982 to 66.0 percent last 
year. The bellweather of this linkage to the world economy was 
demand from U.S. multinational firms for the products of their 
operating subsidiaries’ plants in Singapore, particularly for 
electronic components, computer peripherals and subassemblies, and 
other office equipment components. After starting out at a hefty 
11.0 percent growth rate in the first quarter, on a year-to-year 
basis, the industrial production index faltered in the third quarter 
and began to decline in the fourth quarter. Manufacturing output in 
the first quarter of 1985 was about 2.4 percent below that in the 
first quarter of 1984. In addition to lessened demand for 
electronic products, such older-line manufacturing subsectors as 
petroleum refining, shipbui'ding and ship repair, and construction 


materials faced serious long-term problems of reduced demand and 
overcapacity. 


The slowdown in manufacturing late in 1984 was preceded by a 
softening of business conditions in the domestic sector of the 
economy and the services sector. Retail and wholesale traders, 
hotels, and property developers all faced problems brought about by 
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overexpansion and stagnant trends in tourism and regional trade. 
Lacking the overseas connections and greater resources of the 
multinational manufacturing companies, local firms tied to the 
domestic economy were plagued by increasingly more serious cash flow 
and credit problems, compounded by sharp property value declines 
which reduced the value of collateral for local bank loans and 
credit lines. The rate of bankruptcies and foreclosures among local 
firms began to rise last year and picked up sharply in the first 
quarter of 1985. This trend was accentuated by a spectacular fraud 
case in November 1984 when a long-established importer and 
wholesaler of foodstuffs fled the country after bilking 19 banks of 
some US$50 million. This episode led to a further general 
tightening of bank credit practices in early 1985 and additional 
contraction of local business activity. The mood in local business 


circles was almost uniformly one of anxiety and pessimism at 
mid-year. 


Growing uncertainty over the economic picture and a general slowdown 
in business investment worldwide contributed to a stagnation in 
investment. Net investment commitments in manufacturing equalled 
US$851 million in 1984, an increase of less than 0.5 percent over 
1983, when such commitments had increased by 5.3 percent. 
Commitments for entirely new manufacturing operations or significant 
diversification projects fell by nearly 20.0 percent, to 

US$314 million. Net commitments by foreign firms were up 

2.8 percent, compared with 7.0 percent in 1983, while commitments by 
domestic entrepreneurs dropped 5.6 percent, continuing a decline 
that began in 1981. The figures for the first quarter of 1985 were 
not promising, falling 66.0 percent below the quarterly average for 
1982-1984. Net investment commitments had grown at an average 
annual rate of 58.0 percent during 1978-81. Interest on the part of 
U.S. investors was relatively strong, especially in the electronics 
sector. Commitments by U.S. investors in 1984 were up nearly 

36.0 percent over 1983, to US$366.1 million, accounting for 

59.0 percent of total foreign investment commitments. As of the end 
of 1984, the U.S. Embassy estimated that U.S. firms had total assets 
in Singapore worth approximately US$5.2 billion. The U.S. remained 
the largest source of direct private foreign investment. 


Price levels remained generally steady during 1984 and early 1985, 
relieving the economy of any significant inflationary pressure. 

This has been th2 case for the past three years. From December 1983 
to December 1984, the Consumer Price Index (CPI) rose only 0.9 
percent, compared to an increase of 1.8 percent in 1983. The 
Wholesale Price Index (WPI) dropped for the fourth year in a row, by 
2.1 percent from December to December. The WPI for imported 
products dropped by 3.5 percent during 1984, and the index for 
imported crude materials plummeted more than 17.0 percent. 


In managing the country's monetary policy, the Monetary Authority of 
Singapore (MAS) was able once again to provide the domestic economy 
with ample liquidity without upsetting the generally stable 
relationship between the Singapore dollar and the U.S. dollar. As 
in previous years, the MAS appreared to pay particular attention to 
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the level of local interest rates and their relationship to market 
rates in the U.S. and Eurodollar markets. The growth of the local 
money supply was a secondary consideration. 


With business squeezed by slack demand and high costs, the Singapore 
Government is sticking with a moderately expansionary fiscal policy 
to ease the economy's adjustment to lower rates of growth. 
Government expenditures were estimated to have risen about 

8.0 percent in Fiscal Year 1984 (April 1984 through March 1985), 
compared with an average rise of 20 percent in FY's 1982 and 1983. 
The FY 1985 budget projected a further increase of 13 percent, to 
about US$8.4 billion. The overall fisca! deficit in FY 1984 was 
estimated at US$1.5 billion, equal to about 9.0 percent of nominal 
GDP. The FY 1985 deficit was expected to increase 31.0 percent, to 
US$1.996 billion, which could amount to as much as 12.0 percent of 
GDP for this year. The budget shortfall will be paid for through 
drawdowns from the Government's Development Fund and foreign 
reserves and by domestic borrowing. No official foreign borrowing 
will be undertaken. The Government's official external debt was 
US$294 million at the end of 1984, down 7.5 percent from 1983 and 
the sixth straight annual decrease. 


ECONOMIC PROSPECTS 


For the remainder of 1985 and some time beyond, Singapore will have 
to cope with significant external and internal economic 
constraints. Most important in the short run is the slowdown in 
U.S. economic activity. Trade with the United States has become 
Singapore's most important linkage with the global economy, and 


prospects in this direction are uncertain. The U.S. economy appears 
to have rebounded in the second quarter, but may not achieve 

4.0 percent for the full year. No dramatic surge in demand from the 
United States, resembling that of early 1984, can be expected over 
the next 12 months. In addition, the effects of any general pickup 
in the United States might be blunted by the severe downturn in the 
U.S. electronics sector. On a broader front, the IMF has projected 
general growth among Singapore's industrialized trading partners of 
only about 3.0 percent over the next two years, implying only modest 
growth in world trade. These modest expectations, together with the 
efforts of the Singapore Government to bolster the economy, suggest 
that real growth for 1985 should be in the area of 3.0-5.0 percent, 
an improvement over 1985's first quarter but still the weakest 
performance since the aftermath of the first Oi] Shock in 1975. 


A series of other economic constraints should also be noted. 
Singapore is hampered *y pressures on Indonesia and Malaysia, its 
closest neighbors in this region, to pursue austere investment 
policies and to improve their balances of payments at Singapore's 
expense. These pressures result from the continuing world oil] glut, 
the weakness of other basic commodity markets, and concern over 
these countries' debt service load. In order to improve their 
external balances, both Malaysia and Indonesia are striving to 
handle more of their trade with the rest of the world and to rely 
less on Singapore. Indonesia in particular faces a long and 
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difficult effort to become more efficient and competitive, but this 
trend will still be a long-term drag on Singapore's growth 
potential. Restrictive trade policies among the developed countries 
and the high debt burden and economic weakness of developing 
countries in other regions will also limit Singapore's options as a 
trading center. Much attention is being given now to developing 
commercial and investment links with China. Both the Government and 
local businessmen appear to hope that Singapore can exploit its ties 
with both Chinese and Western culture to cultivate an intermediary 


role in the Chinese market. This may take a long time to pay any 
dividends, however. 


Internally, Singapore is constrained by fundamental structural 
problems which will require a potentially wrenching adjustment 
process. Many long-established sectors, including shipbuilding and 
oil refining, are facing permanent contraction and consolidation 
because of overcapacity and severe competition from lower-cost 
countries. Replacing these "sunset industries" with the high-tech 
industries featured in the government's development plans will 
require considerable sophistication, skilled manpower, and a high 
degree of luck. Manpower may be the most critical constraint. 
Population and the local workforce are essentially static and the 
Government appears committed to its policy of phasing out all 
foreign workers (some 15 percent of the workforce) by 1992. This 
means that the labor supply will remain tight over the long run, 
wage levels will be relatively high, and future growth will have to 
be achieved principally through wringing productivity gains from the 
workforce. Doing so will depend very much on the government's 
success in attracting investment from the more advanced industries 
in the United States and other developed countries, particularly 
since the local entrepreneurial sector remains underdeveloped, 
undercapitalized, or engaged in more traditional and stagnant 
sectors. Attracting such foreign capital has become significantly 
more difficult as investors’ interest has shifted toward 
opportunities in the United States in other markets. 


One alternative discussed recently by senior officials is the 
reduction of the government's direct role in the economy by 
"privatizing" many of the several hundred commercial companies owned 
entirely or partly by the government. It is hoped that this would 
help to encourage more investment and innovation from the private 
sector. Movement in this direction is likely to be cautious, 
however. It is not clear that the local capital market could absorb 
many very large flotations in its present state and many of the 
government's firms are simply not attractive investments. 


Despite this unsettled climate and the immediate economic problems 
facing Singapore, this country's longer-term prospects should not be 
discounted. Its basic strengths have seen it through far bleaker 
challenges in the past. These include: strong political leadership 
and a stable political system; a highly sophisticated, intelligent, 
and incorrupt public administration; and an able and adaptable 
population. The government realizes that it faces a more 
challenging economic environment than that of the 70's. To cope 
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with that environment, it has organized a large-scale "Economic 
Committee," with broad private sector participation, to examine the 
situation and to come up with possible new development priorities 
and strategies. A younger group of cabinet ministers has also been 
given the opportunity to re-examine and set policies to adjust the 
economy to more trying conditions. The outcome of this process will 
depend on external factors beyond the country's control. However, 
barring any general shocks to the world economy, Singapore should be 
able to find the means to maintain average growth in the range of 
5.0-7.0 percent over the rest of this decade. This would be a 
notable decline from the average growth of 9.4 percent recorded in 


the 1970's, but it would a record most governments would be pleased 
to achieve. 


SECTORAL DEVELOPMENTS 


MANUFACTURING: Fuelled by strong overseas orders, especially from 
the United States, the manufacturing sector grew in 1984 by a 
heartening 7.3 percent in real terms, compared to 2.8 percent in 
1983. Its share of real GDP remained at 18 percent. During the 
first quarter of 1985, however, manufacturing slid abruptly, falling 
7.0 percent compared with the first quarter of 1984. 


The electronics industry was the prime mover in manufacturing once 
again. Total output rose 20.0 percent in 1984, to US$3.8 billion, 
driven primarily by heavy demand from U.S. parent corporations for 
integrated circuits, computer peripherals and subassemblies, and 
small computers. Export shipments of computer peripherals (mostly 
disk drives and other memory devices) grew by 557.0 percent in 
volume and 440.0 percent in value last year. Most new manufacturing 
investment commitments by U.S. firms were in this sector. While the 
1984 performance was intoxicating, the sector was hit heavily by the 
sudden and unexpected shakeout in the U.S. industrial electronic 
sector (particularly in the personal computer subsector) late in 
1984. Shipments of peripherals and integrated circuits began to 
decline in 1985's first quarter and the production index for the 
whole electronic sector was only 1.7 percent ahead of 1984's first 
quarter. Layoffs and production cuts in local plants continued to 
make news through mid-year. Industry observers said they had never 
seen this admittedly volatile sector turn so sour so quickly and 
were unwilling to guess the timing of a possible recovery. Demand 
was expected to remain at low levels through early 1986 at least. 


The petroleum refining industry enjoyed an unexpected mini-boom in 
1984, with output up 4.2 percent compared with 2.0 percent in 1983. 
The industry accounted for some 33.0 percent of GDP. Refinery 
throughput dipped later in the year, falling from 725-750,000 
barrels per day (BPD) to about 600,000 BPD, or about 75.0-70.0 


percent of the industry's effective daily capacity of 800-850,000 
BPD. 


New Indonesian refineries at Balikpapan and Cilicap reached an 
estimated 75.0-80.0 percent of capacity by early 1985, virtually 
wiping out the third-party processing which once accounted for as 





-9- 


much as 200,000 BPD for the local refineries. The opening of two 
more advanced refineries in Saudi Arabia was also expected to result 
in the export of up to 100,000 BPD of additional refined product 
into the Southeast Asian market, probably leading to further 
cutbacks in throughput and closure of uneconomical capacity. The 
situation was stabilized somewhat by a flurry of new term contracts 
in late 1984 and early 1985 with Malaysia (70-80,000 BPD) and China 
(80-110,000 BPD). Hard bargaining in each case as to refining fees 
and other conditions may have cut deeply into their profitability. 
Current opinion holds that local refining capacity will not be cut 
much below 600,000 BPD, unless the Saudis decide to push 
unexpectedly large quantities of refined products into the region. 


Singapore imported 32.2 million MT of crude petroleum in 1984, 
valued at US$6.6 billion (excluding trade with Indonesia). This 
represented a 5.0 percent increase in quantity, but value dropped by 
3.0 percent. Saudi Arabia remained the single largest supplier with 
12.6 million MT worth US$2.5 billion. 


Textile output fell 8.3 percent in 1984, to US$118 million, but the 
garment industry registered healthy growth of 15.3 percent. Apparel 
output topped half a billion dollars, boosted by U.S. demand linked 
to the Summer Olympics. Exports of locally-produced clothing to the 
United States rose a hefty 46.2 percent, to US$293 million. Orders 
and shipments were tailing off in the first quarter of 1985, 
however, and growth was expected to be much below last year's. The 
volume of apparel exports to the United States is constrained by the 
bilateral Singapore-United States textile trade agreement, which 
provides ceilings on most textile and apparel product categories and 
which must be renegotiated before the end of 1985. 


The transport equipment industry, comprising mainly shipbuilding and 
shiprepairing, recorded a surprising 5.9 percent increase in output, 
a reversal of the past two years' performance. Total output value 
was US$935 million. The main thrust came from increased 
shiprepairing activities, although repair prices were depressed. 
Shipbuilding activities were restricted to conversion work and the 
construction of small craft and barges. No new oi] drilling rig 
building orders were received for the second consecutive year. No 
improvement in this sector is expected in the foreseeable future, 
given the continued shipping glut, the cutback in offshore oil 
exploration, and competition from lower-cost LDC's. Several of the 
local shipyards are expected to consolidate or drop out altogether, 


and the larger yards are exploring possible joint venture operations 
in China. 


CONSTRUCTION AND THE PROPERTY MARKET: The construction sector grew 
by 13.7 percent in 1984, the fastest of any sector but considerably 
below the 30.3 percent figure of 1983. The sector's expansion was 
due entirely to public sector projects, especially the public 
housing program and the immense Mass Rapid Transit (MRT) subway 
project. The Housing Development Board completed an estimated 
76,000 new flats in 1984, almost double the record for 1983, but 
this was expected to drop to about 40,000 in 1985. Progress 
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payments on private developments were down 3.0 percent in 1984 and 
new private contract awards plummeted 61.0 percent; both these 
trends accelerated downwards during 1985's first quarter. 


The dire state of the property market was worsened by the continuing 
slide of virtually all property values over the last 18 months, 
though mid-1985. Private residential prices, including rentals, 
fell an average of 24.0 percent during 1984. Prices for office 
space and retail units dipped by 10.0-30.0 percent. Office values 
generally were over 50.0 percent below their 1981 peaks in early 
1985. Responding to the glut, the Urban Redevelopment Authority 
(URA) deferred its annual sale of land for redevelopment for the 
second and third consecutive years, and the government indicated it 
would undertake no new building projects in the office/retail 
sectors until the supply/demand imbalance was corrected. 


Development charges and land payment terms were also eased for 
private developers. Property demand is not generally expected to 
catch up with supply until 1988 or later. Smaller local contractors 


have begun to disappear and larger ones are looking for projects in 
China. 


The contraction in the property market should not generate the sort 
of spectacular corporate disasters among property developers and 
banks which have plagued Hong Kong since its property market crashed 
in 1981-82. The larger developers in Singapore are reported to be 
better capitalized than were their counterparts in Hong Kong, and 
the MAS is thought to have used its tighter regulatory leash to keep 


the banks in Singapore from becoming too deeply committed to the 
property sector. Nonetheless, developers face lean times for the 
next several years and the property market is a drag on general 
financial and business activity. Most local bank loans are backed 
by property as collateral, and this backing has eroded substantially 
in many cases, leading banks to contract lines of credit. Declining 
property values have also eroued the confidence of many local 
businessmen and their ability and willingness to risk new business 
expansion. 


SERVICES AND TRADE: The trade sector (including tourism and 
domestic trade) grew by 4.3 percent in 1984, up from 1983's 

2.8 percent. Total published external trade (imports plus exports) 
went up by 5.5 percent, to US$52.7 billion. (Note: all data in this 
section excludes trade with Indonesia; Singapore publishes no data 
on its trade with that country.) Exports were up 10.2 percent, 
double the rate of 1983, to 24.1 billion, of which 
domestically-produced exports accounted for US$15.5 billion. 

Imports were relatively stagnant, rising only 1.8 percent to 

US$28.7 billion. Singapore's trade deficit for the year was 
therefore reduced by more than 27.0 percent, to US$4.6 billion. 
Imports were held down by the fall in prices of crude oil] and other 
raw materials. These trends in the merchandise trade balance 
continued in early 1985; total external trade was basically 
stagnant, reflecting softening demand for exports, but the published 
trade deficit was down more than 12.0 percent compared with the 
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first quarter of 1984. Singapore's entrepot trade with other 
countries in the region remains important, although its share of 
total trade is dropping. While Indonesian and Malaysian traders 
continue to take advantage of Singapore's efficient port and other 
facilities, those countries are committed to increase direct trade 
through their own ports. In 1984, re-export of goods being 
transshipped to and from other Southeast Asian countries rose 

6.9 percent, down from 12.0 percent in 1983 and also weaker than the 
12.0 percent increase in domestic exports. Re-exports were also 
more affected by the general slowdown in early 1985, falling 

4.8 percent in the first quarter versus the corresponding period of 
1984. A substantial part of this drop reflected weak demand for 
natural rubber, the single largest item in the re-export trade. 


The United States, Malaysia, and Japan continued to account for 
almost half of Singapore's total external trade. Their combined 
share in 1984 was 46.9 percent. The United States remained 
Singapore's leading trading partner, with a share of 17.1 percent in 
1984. Malaysia had 15.6 percent, and Japan's share was 14.2 percent. 


Singapore chalked up a trade surplus of US$642 million with the 
United States in 1984, the first such surplus in 15 years. Exports 
to the United States for the year were up nearly 22.0 percent, while 
imports fell in value by 1.8 percent because of the depreciation of 
the Singapore dollar. This bilateral surplus began with the third 
quarter of 1983 and continued through the first quarter of 1985, 
despite a flattening of shipments to the United States in the first 
quarter of this year. The bulk of the US$3.8 billion in domestic 
exports to the United States last year was made up of electrical and 
electronic equipment, computer and other office machine components, 
and telecommunications gear produced in Singapore by U.S. 
multinational firms. In the other direction, the delivery of 
additional U.S. aircraft to Singapore Airlines was worth more than 
US$600 million to the United States. 


The tourist industry grew steadily more troubled in 1984 and early 
1985. Tourist arrivals increased 4.8 percent in 1984, after 
dropping by 3.5 percent in 1983. However, the supply of new hotel 
rooms increased far more sharply and the hotel occupancy rate fell 
below 65.0 percent by April 1985. The sector's problems will be 
exacerbated by the opening of another 6,400 rooms through 1986. 
High exit taxes and import duties on consumer goods in neighboring 
countries, high costs caused by the high Singapore dollar, and a 
dearth of local attractions conspired to restrain tourist arrivals 
and spending. 


Real growth of the financial and business services sector slowed 
down, from 13.7 percent in 1983 to 9.0 percent in 1984, in response 
to the general deterioration in economic activity. After six years 
of double digit growth, commercial banks and finance companies' 
lending to non-bank customers rose in 1984 by only 7.3 percent, to 
US$19.97 billion (versus a 21.7 percent jump in 1983). Demand for 
bank credit from all sectors except personal housing loans was less 
buoyant in 1984. Lending to manufacturers dipped by 5.4 percent, 
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compared to a 16.6 percent increase in 1983, while borrowing by the 
transport, storage, and communications sector slipped 15.6 percent. 


Lending in the first quarter of 1985 softened further, dropping 
4.8 percent from the December 1984 level. This trend was worsened 
by the absence of major new private construction projects and 
tighter bank credit standards. Bank lending to local customers in 
the "general commerce" sector, the largest single credit category, 
fell over 10.0 percent in the first quarter, after increasing only 
3.7 percent in 1984. 


Ten foreign banks opened new offshore branches last year compared to 
three offshore banks and one bank with a restricted domestic license 
in 1983. However, three offshore banks closed down, the first 
closures since the ADM was initiated in 1968. They included Wells 
Fargo and Harris Trust of the United States. The total number of 
banks in Singapore increased to 129. During 1985's first half, 
another five European and Japanese banks opened offshore branches 
and a Spanish bank closed. 


TRANSPORT & COMMUNICATIONS: The transport and communications 
sector's share of GDP was steady at 19.0 percent in 1984, as was its 
growth rate. The contribution by Singapore Airlines to national 
income was eroded again by the appreciation of the Singapore dollar 
against most other currencies. The Port of Singapore handled 
slightly fewer ships last year, but cargo loaded and discharged 
increased about 4.0 percent. Cargo volumes began to slip steadily 
in late 1984 and the first half of 1985, especially non-petroleum 
shipments. Aircraft landings rose and air cargo handled in 1984 was 
up by 14.2 percent. As exports of electronic goods to the United 
States began to slide at the end of the year, outbound air cargo 
also began to flatten out. Air freight carriers reported that 
freight traffic to the United States was depressed through the 
middle of 1985. Outgoing international telex and telephone calls 
jumped by 12.8 percent and 30.7 percent, respectively, in 1984. 


LABOR: The unemployment rate was 2.7 percent in mid-1984, down from 
3.2 percent in 1983 and still constituting full employment. The 
labor market remained tight through most of last year because of 
high external demand and government restrictions on inflows of 
foreign workers from neighboring countries. Total employment grew 
by 1.3 percent, versus 2.7 percent in 1983, as most sectors reduced 
their use of labor. The labor market loosened sharply in late 1984 
and the first half of 1985, particularly in the construction sector, 
which shed 30,000 jobs in this year's first quarter. There were a 
number of highly-publicized layoffs by major manufacturers during 
the first six months of 1985, but there remained more job offers in 
manufacturing than job seekers. The construction sector's drop 


affected mostly foreign workers in the country on temporary work 
permits. 


Overall labor productivity was up 6.7 percent for all of 1984, 
compared with 5.0 percent in 1983. The highest gains were in 
transport and communications, construction, and manufacturing. 
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Productivity began to weaken as the year turned and production 
dropped in some of these sectors without proportionate reductions in 
company workforces. In 1985's first quarter, overall productivity 
rose 5.1 percent compared with the corresponding 1984 period, while 
manufacturing productivity fell by 2.9 percent. 


Labor and management participants in the 1984 National Wages Council 
(NWC) deliberations produced guidelines recommending average annual 
wage hikes of about 10.0 percent, substantially higher than the 

5.0 percent average recommended in 1983. The NWC, a tripartite 
committee including Government representatives, was influenced by 
the buoyant economic conditions prevailing early in the year. In 
contrast, the 1985 NWC produced recommendations calling for average 
hikes of 3.0-7.0 percent, to be fully offset by any wage increases 
already provided in labor contracts. This was the lowest such 
recommendation in the 13-year history of the NWC process. It 
reflected pervasive concern that Singapore's wage levels had become 
too high to compete against other exporting countries in East Asia. 
This concern was borne out by a survey published by the U.S. Bureau 
of Labor Statistics in June 1985 indicating that hourly 
manufacturing wages in Singapore had reached US$2.37 per hour in 
1984, compared with US$1.90 in Taiwan and US$1.32 in South Korea. 


IMPLICATIONS FOR THE UNITED STATES 


In spite of the economic slowdown affecting virtually all of 
Southeast Asia, the environment for trade and investment in 
Singapore remains healthy. There continue to be good opportunities 
for American firms and their products in a variety of sectors, with 
strong potential for a profitable return for the U.S. firms willing 
to commit to this market. 


American firms still regard Singapore as a good place to locate 
certain manufacturing operations, and the U.S. remains Singapore's 
largest investor with over $5 billion invested as of year end 1984. 
The government's industrial development program emphasizes direct 
foreign investments in high-technology industries with good growth 
potential. Generous tax and other incentives are extended to firms 
establishing operations in such areas as computers and peripherals, 
industrial electronics, precision engineering, robotics and 
computer-operated numerically-controlled (CNC) metal-working 
machinery, aviation components and servicing, and medical and 
laboratory equipment. In addition to financial and capital 
infrastructure assistance, the government also provides support for 
worker training in many cases. Investment in labor-intensive 
activities such as simple electronics assembly is discouraged. 





a 


Table II: GDP SHARE AND GROWTH BY SECTOR 
Cin percent) 


Sectoral 
Share of GDP Growth Rates (US$) 
380. 3900. +: T9831 SStCi«é«L‘SA 
(At constant 1968 factor cost) 


Goods Sector 29% 7% 
Manufacturing 
Construction 
Other Goods 
Services Sector 
Trade (including 
tourism) 
Transport & 
Communications ] 19 
Financial & 
Business Services 14 19 
Utilities 3 a 
Other Services 14 10 


(At current factor cost) 


Goods Sector 
Manufacturing 
Construction 
Other Goods 
Services Sector 
Trade (including 
tourism 

Transport & Communi- 
cations 

Financial & Business 
Services 

Utilities 

Other Services 


Note: Figures may not add up due to rounding. 


Source: Embassy estimates based on data from the Ministry of 
Trade and Industry. 
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On the trade side, the outlook is still favorable for sales to 
Singapore of industrial and office products which increase 
productivity. These include computers and word processors; 
communication systems; process control equipment; and other 
equipment for the automation of manufacturing, assembly, raw 
material processing/packaging, and warehousing and cargo handling. 


Local affluence also supports demand for consumer goods and 
processed foods. 


The effects of the strong dollar on trade in Singapore cannot be 
underestimated. While the Singapore dollar has remained relatively 
strong against the U.S. currency, the appreciation of the dollar has 
raised the cost of U.S. produced goods relative to those produced in 
Japan, the EEC or other parts of the world. Nevertheless, American 
companies trading here have been able to cushion the impact of the 
adverse exchange rates in a variety of ways, and total exports from 
the United States to Singapore fell by less than 2 percent from 1983 
to 1984. Should the U.S. dollar continue to slide through 1985, 
opportunities for American exports will strengthen. 


Some opportunities still exist for U.S. vendors to supply equipment 
and products to major projects which are under construction or about 
to commence. These include the US$2.5 billion Mass Rapid Transit 
System (MRT), the first phase of the Pulau Seraya Power Station, the 
US$30 million second terminal building at Changi International 
Airport, and the US$20 million Tuas Incinerator project. The 
Telecommunications Authority (Telecoms) has budgeted more than 


US$800 million for the next three years for various projects, 
including undersea cables, a teleview system, optical fiber systems, 
teleprinting, electronic mail and automated postal operations. 


Projects in the pipeline for the period 1987-1990 include the 
construction of the US$400 million Pulau Seraya Stage II Power 
Station and the US$30 million Senoko Incinerator Plant. Work ona 


third terminal building at Changi Airport is anticipated sometime in 
the 1990's. 


TOP_ U.S. EXPORT PROSPECTS 


The U.S. and Foreign Commercial Service Singapore has identified the 
following industry sectors as providing the best prospects for U.S. 
exports to Singapore in the next year: 


Computers and Peripheral Equipment: The value of new computer 
installations in Singapore has grown over the past five years at 
about 35.0 percent annually. This growth rate will probably remain 
high because of the continuing push to develop the high-technology 
manufacturing and services sectors. To encourage computerization, 
the government permits firms to depreciate computers and related 
equipment in one year. Total imports of computers and peripheral 


equipment in 1984 reached US$308 million, of which the United States 
had a 52.5 percent share. 
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Electronic Industry Production & Test Equipment (EIPT): The 
electronics industry has become one of the largest in Singapore. 

The industry posted a record output of US$4.0 billion in 1984, up 
33.0 percent. Production includes computer peripherals, small 
computers, integrated circuits, industrial-grade printed circuit 
boards, stereo radio-casette recorders, and color televisions. New 
investment commitments in the industry hit US$260 million last year, 
up 38.5 percent over 1983, primarily from firms installing automated 
production and test equipment. The government continues to give 
high priority to developing this sector and to encouraging such 


front-end processes as wafer fabrication and integrated circuit 
design. 


Machine Tools & Metalworking Equipment: The metal engineering 
industry has become a major manufacturing subsector over the past 
decade. In 1983, the number of end-users of machine tools and 
metalworking equipment totalled more than 3,500 firms. Major 
end-users include the electronic industry; metal and precision 
engineering (including aviation components and repairs); 
shipbuilding, ship-repair and oil-rig construction; and the basic 
fabricated metal industry. In 1984, imports of such equipment came 
to about US$145.0 million. 


Construction Equipment (excluding Heavy Equipment) & Building 
Materials: Although new construction has slowed markedly, 
substantial opportunities remain for sales of construction equipment 
and building materials. Between 1985 and 1990, more than 1,000 
significant projects have to be completed, including the Mass Rapid 


Transit (MRT) system, large-scale public housing projects, and hotel 
and office/shopping complexes. 


Refurbishing of older buildings and residential property is also a 
major source of demand. U.S. products with established reputations 
for quality and reliability should continue to have good potential. 
The total import market in this field is expected to top 

US$1.0 billion by 1988. 


Security and Safety Equipment: Singapore's development as an 
industrial, financial, and sophisticated high-rise urban center has 
generated a major market for modern fire, safety, and security 
equipment. U.S. quality and advanced technology have contributed to 
significant sales of such equipment as fire pumps, automatic fire 
sprinkler systems, and electronic and computer-controlled building 
security systems. Imports of such products amounted to 

US$124 million in 1984, and should reach US$280 million by 1988. 


Medical and Health Care Products: Singapore has become the 
recognized regional medical center for Southeast Asia, with 

26 hospitals, and these facilities will be expanded and modernized. 
Three government hospitals are to be rebuilt. The Government is 
encouraging firms to set up operations here to sell and/or 
manufacture medical disposables, electro-medical equipment, and 
biotechnology products. Total imports in this field were worth 
US$54 million in 1984, and should reach US$58 million by 1988. 
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Trade opportunities in Singapore extend beyond the domestic market. 
The country is a regional sales, servicing and warehousing center. 
The sales offices of many foreign firms here have regional 
responsibilities, and local agents and distributors often posses the 
rights to market their suppliers’ goods regionally. For these 
reasons, Singapore tends to be the first place for first-time 
exporters to Southeast Asia to locate or look for representation. 


TRADE EXHIBITIONS AND EVENTS IN SINGAPORE 


The following trade promotion events are planned for Singapore: 

Computer Asia Trade Fair (August 14-17, 1985) 

Construction Machinery and Building Products Trade Mission 
(September 26-27, 1985) 

Franchising Trade Mission (November 4-5, 1985) 

ASEAN Aerospace '86 - for civil and military aircraft, spare 
parts and components (January 15-18, 1986) 

Offshore SEA'86 - for machinery, vessels, equipment and 
services used for offshore exploration, oil and gas 
production, and transmission (January 28-31, 1986) 

SIBEX '86 - for materials and supplies in building and 
construction (March 26-69, 1986) 

Food and Hotel Asia Trade Fair (May 13-16, 1986) 

Security & Safety Equipment Seminar Mission 
(May 19-20, 1986) 

Process Control Instrumentation Systems Seminar Mission 
(June 1986) 

Banque Asia '86 Trade Fair - for banking & finance equipment 
& services (June 4-7, 1986) 

Tele High Tech Trade Mission for telecommunications 
(June 12-13, 1986) 

Bio-Technology Seminar Mission (July 7-8, 1986) 

Electronic Industrial Production and Test Equipment Trade Fair 
(August 29-31, 1986) 

Database Services and Equipment Trade Mission (September 1986) 

Marintec Asia '86 Trade Fair - for marine equipment & 
services (December 2-5, 1986) 

Firms interested in participating in these events should 
contact their nearest Commerce Department District Office. 


Advice on specific trading or investment opportunities in 
Singapore can be obtained from the U.S. Commerce Department's 
Foreign Commercial Service, represented here by the Commercial 
Section of the Embassy and the associated Export Development 
Office. The latter is responsible for arranging U.S. 
companies' participation in trade exhibitions throughout 
Southeast and South Asia. More general economic, financial, 
and investment information can be obtained from the Embassy's 
Economic Section and from the Commerce Department's Singapore 
Desk on (202) 377-3875. 
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The Commerce Department also has available a number of market 


research reports covering industrial sectors in Singapore. 
Current reports include: 


Plastics & Rubber Production Equipment & Materials 
(Profile) -1980 

Printing & Graphic Arts Equipment (Brief) - 198] 
Petrochemical Equipment (Brief) - 198] 

Air conditioning & Refrigeration Equipment (Brief) - 1982 
Computer & Peripheral Equipment (Survey) - 1982 
Communications Equipment (Brief) - 1982 

Electric Power Systems & Energy Conservation Equipment 
(Brief) - 1982 

Industrial Process Controls Equipment (Brief) - 1983 
Mini & Micro Computer Systems (Profile) - 1984 

Medical Equipment (Profile) - 1984 

Building Products (Profile) - 1984 

Construction Equipment (Profile) - 1984 

Apparel (Survey) - 1984 

Textiles (Survey) - 1984 

Franchising Service (Profile) - 1985 

Health Care Services (Profile) - 1985 

Electronic Components (Profile) - 1985 

Computer Software & Services (Profile) - 1985 


Copies can be ordered from: 


National Technical Information Service 
U.S. Department of Commerce 
Springfield, VA 22161 

Telephone: (703) 557-4650. 


Textile and apparel reports are available from: 


International Trade Administration 
Room 2815 

U.S. Department of Commerce 
Washington, D.C. 20230 


Business people coming to Singapore should write or telex 
several weeks in advance to ensure that assistance can be 
arranged. The Embassy's address is: American Embassy, 30 Hill 
Street, Singapore 0617, Republic of Singapore. When writing 
from the United States, the FPO address may be used: American 
Embassy - Singapore, FPO San Francisco 96699-0001. The Embassy 
Economic Section's telephone number is 338-0251 and the number 
for the Commercial Section is 338-9722. The telex number for 
the Embassy is RS 25079 SINGTC. 





You might be, if you don’t have current, up-to-date in- 
formation on the countries to which you are marketing. 
Overseas Businese Reports and Foreign Economic 
YOU Trends and their Implications for the United States 
offer country-by-country reports with the information 


EXPORTING you need to succeed in overseas business. 
BLINDFOLDED? irr scot titootin on cn neo 


investment conditions and opportunities. They'll bring 
you the latest marketing information on countries offering 
good potential as sales outlets for U.S. goods. You'll find 


information on: 


@ trade patterns @ transportation 

@ industry trends @ trade regulations 

@ distribution channels © market prospects for 

@ natural resources selected U.S. products 

@ population @ finances and the 
economy 


The OBR World Trade Outlook Series gives you a 
twice-a-year analysis of U.S. export prospects to all 
major trading companies. 


Foreign Economic Trends and their 
Implications for the United States 


focus closely on current economic developments and 
trends in more than 100 countries. This series is essential 
for analyzing new elements and trends to help you plan 
and evaluate your commercial or investment prograims 
overseas. Each report: 
@ is prepared on the scene by U.S. Foreign Service 
and Foreign Commercial Service experts 
@ pinpoints the economic and financial conditions of 
the country, and how they could affect U.S. 
overseas business 
@ describes the principal influence of current condi- 
tions and future trends on the economy 


Use the order form below to start your subscription to 
both series today. 


U.S. Department of Commerce e International Trade Administration 
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©) Foreign Economic Trends at $70 ($87.50 overseas) Quantity Charges 
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Individual’'s Name—First. Last Subscriptions 


Postage 
Foreign handling 
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